AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Compitroller of the Currency, Treasury

conditioned upon the customer enter-
ing into a debt cancellation contract or
debt suspension agreement with the
bank.

(b) Misrepresentations generally. A na-
tional bank may not engage in any
practice or use any advertisement that
could mislead or otherwise cause a rea-
sonable person to reach an erroneous
belief with respect to information that
must be disclosed under this part.

(c) Prohibited contract terms. A na-
tional bank may not offer debt can-
cellation contracts or debt suspension
agreements that contain terms:

(1) Giving the bank the right unilat-
erally to modify the contract unless:

(i) The modification is favorable to
the customer and is made without ad-
ditional charge to the customer; or

(ii) The customer is notified of any
proposed change and is provided a rea-
sonable opportunity to cancel the con-
tract without penalty before the
change goes into effect; or

(2) Requiring a lump sum, single pay-
ment for the contract payable at the
outset of the contract, where the debt
subject to the contract is a residential
mortgage loan.

§37.4 Refunds of fees in the event of
termination or prepayment of the
covered loan.

(a) Refunds. If a debt cancellation
contract or debt suspension agreement
is terminated (including, for example,
when the customer prepays the covered
loan), the bank shall refund to the cus-
tomer any unearned fees paid for the
contract unless the contract provides
otherwise. A bank may offer a cus-
tomer a contract that does not provide
for a refund only if the bank also offers
that customer a bona fide option to
purchase a comparable contract that
provides for a refund.

(b) Method of calculating refund. The
bank shall calculate the amount of a
refund using a method at least as fa-
vorable to the customer as the actu-
arial method.

§37.5 Method of payment of fees.

Except as provided in §37.3(c)(2), a
bank may offer a customer the option
of paying the fee for a contract in a
single payment, provided the bank also
offers the customer a bona fide option

§37.6

of paying the fee for that contract in
monthly or other periodic payments. If
the bank offers the customer the op-
tion to finance the single payment by
adding it to the amount the customer
is borrowing, the bank must also dis-
close to the customer, in accordance
with §37.6, whether and, if so, the time
period during which, the customer may
cancel the agreement and receive a re-
fund.

§87.6 Disclosures.

(a) Content of short form of disclosures.
The short form of disclosures required
by this part must include the informa-
tion described in appendix A to this
part that is appropriate to the product
offered. Short form disclosures made in
a form that is substantially similar to
the disclosures in appendix A to this
part will satisfy the short form disclo-
sure requirements of this section.

(b) Content of long form of disclosures.
The long form of disclosures required
by this part must include the informa-
tion described in appendix B to this
part that is appropriate to the product
offered. Long form disclosures made in
a form that is substantially similar to
the disclosures in appendix B to this
part will satisfy the long form disclo-
sure requirements of this section.

(c) Disclosure requirements; timing and
method of disclosures—(1) Short form dis-
closures. The bank shall make the short
form disclosures orally at the time the
bank first solicits the purchase of a
contract.

(2) Long form disclosures. The bank
shall make the long form disclosures in
writing before the customer completes
the purchase of the contract. If the ini-
tial solicitation occurs in person, then
the bank shall provide the long form
disclosures in writing at that time.

(3) Special rule for transactions by tele-
phone. If the contract is solicited by
telephone, the bank shall provide the
short form disclosures orally and shall
mail the long form disclosures, and, if
appropriate, a copy of the contract to
the customer within 3 business days,
beginning on the first business day
after the telephone solicitation.

(4) Special rule for solicitations using
written mail inserts or ‘‘take one’’ appli-
cations. If the contract is solicited
through written materials such as mail
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